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1. Material Issues Sumitomo Corporation

Material Issues

¢/ Six Material Issues

[ Social issues to address with priority by leveraging our strengths ]
To realize recycling-oriented society and mitigate climate change, we are
Achieving Harmony with the Global working to establish frameworks for the efficient use of resources and stable
Environment supply of renewable energy. In doing so, we will achieve growth in harmony

with the global environment.

We steadily procure and provide goods and services to meet the needs of people
Contributing to the Development of in various countries and regions and contribute to developing industrial

Local Communities and Industries platforms. Through these means, we will create a virtuous cycle in which we can
grow and develop together with local communities.

We strive to realize more convenient and comfortable lifestyles by providing

m\K\K Establishing a Foundation for goods and services for daily use while also responding to needs for high-quality
"V Comfortable and Enriching Lifestyles lifestyles in order to support the physical and mental health of people around
the world.

We provide diverse accessibility to open up the possibility of creating new value.

(% Providing Diverse “Accessibility” To this end, we will improve mobility for safe and efficient flow of people and
goods, and expand the network connecting information and finance.

[ Issues for ourselves ]
In order to create new value and innovation by allowing our diverse personnel
Developing Human Resources and to fully exercise their abilities in a variety of fields, we will promote the
Promoting Diversity development and empowerment of human resources, which represent our most

important management resources.

We will enhance our ability to draft and implement strategies for achieving
sustainable growth and to provide appropriate supervision of these strategies,
all while maintaining transparency. In this manner, we will improve
management efficiency and maintain sound management.

Enhancing Governance
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1. Material Issues Sumitomo Corporation

Environmental Load of Metals

Aluminum

. Collection
Aluminum

products ﬁ and sorting

Can be
recycled
repeatedly

Energy required for
recycled ingot production
Is 3% of that for
new ingot production

recycled for
anything

Energy
saving of
97%

Recycled v Melting and

aluminum ingots casting
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Organization Chart

2. Introduction of Organization and Business of Metal Products Business Unit

Sumitomo Corporation

Metal Products Business Unit

Planning & Coordination Dept.,
Metal Products Business Unit

Steel Sheet Products
Division

Metal Products for
Automotive Industry
Division

Light Metals & Metal
Products for
Transportation Division

Tubular Products
Division

Manufacturing Business

* Automotive

Division

Automotive Steel Sheet

| Light Metals & Products

Automotive Planning

Specialty Steel, Forging
—1 and Casting Business
Dept.

Steel Sheet & Strip L i — OCTG Business Dept
S e Products Business Business Dept. pt. Dept.
Dept. 1
. Automotive Steel Sheet Railway Products, Forging Eneray Equipment & Automotive
__|International Steel Sheet| LY " proqycts Business 4 & Casting, Steel Logistics S(gr):/icgs Igept —| Manufacturing Business
Business Dept. Dept. 2 Equipment Business Dept. ' Dept. No.1
| Mechanical Tubular —Line Pipe Business Dept Automotive
Products Business Dept. 11 Manuf%:étrj)?nﬁoB;smess

Structural Steel &

Specialty Tubular
Products Business Dept.

Automotive Components
Business Development
Dept.

* Co-controlled with Transportation & Construction Systems Business Unit

6

© 2018 Sumitomo Corporation




2. Introduction of Organization and Business of Metal Products Business Unit Sumitomo Corporation

Steel Sheet Products Division

For home appliances

Sheet processing and sales of hot-rolled steel
sheet, cold-rolled steel sheet, electrical sheet,
tin plate, surface-treated steel sheet, etc.
excluding those for automotive use

For construction Transformers Steel frames for solar panels
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2. Introduction of Organization and Business of Metal Products Business Unit Sumitomo Corporation

Metal Products for Automotive Industry Division

Steel sheet for
automotive use

Processing and sales of steel sheet for
automotive use, tubular products, wire,
specialty steel, tool steel, etc.

Collaboration with Automotive Manufacturing
Business Division

Manufacturing

Tubular products (automotive components and vehicles)
(Automotive Manufacturing Business Division*)

* Co-controlled with Transportation &
Construction Systems Business Unit
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2. Introduction of Organization and Business of Metal Products Business Unit Sumitomo Corporation

Light Metals & Metal Products for Transportation Division

Producmg and sales of aluminum A s Aluminum for
ingots and rolled products Mttt el eisdiizle)2 ek automotive

Sales of rails, bogies and fastenings
Manufacturing and sales of wheels, axles and tie plates
Maintenance of axles

Metal products for railways

=..._, - '. .- )
bal I ‘l“"lmmﬁm‘n““‘.‘ i %i‘ !
H IR, i
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2. Introduction of Organization and Business of Metal Products Business Unit

Tubular Products Division

Sumitomo Corporation

« OCTG (Qil Country Tubular Goods) % e

* Energy Equipment & Services
e Line Pipe

e Specialty Tubular Products

* Plate & Structural Products

Oil & Gas — E&P

Drilling Rigs

Pipeline

Electric Power Stations

Natural gas tanks
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3. Business Environment surrounding Metal Products Business Sumitomo Corporation

Changes in Global Steel Product Consumption

(100 million ton)
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Source: World Steel Association
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3. Business Environment surrounding Metal Products Business

Market Trend for Steel Products in China

Sumitomo Corporation

(RMB/ton)
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3. Business Environment surrounding Metal Products Business

Changes in Global Automotive Sales

Sumitomo Corporation

(Million units)
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3. Busirjess Envi_ronment surrounding Metal Products Business ) mitomo Corporation
Historical Data and Outlook of Cargo Transportation Vosluume

iIn_North America

(Million carloads) +23 %
30
W Coal
20
Joil & sand
10 [ B Others
3 | | | | | | | O Intermodal

14 19 16 17 18 19 20 231

Scurce: Economic Planning Associates (Data on coal is based on Sumitomo Corporation’s forecast for coal market)
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3. Business Environment surrounding Metal Products Business Sumitomo Corporation

Changes in Aluminum Price

(USD/MT)
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3. Business Environment surrounding Metal Products Business Sumitomo Corporation

Changes in Crude Oil Prices and Natural Gas Price

US$/MMBTU . . .
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3. Business Environment surrounding Metal Products Business Sumitomo corporaﬁon

Changes in U.S. Rig Count, Well Permits and DUC

(well) == \Nell Permit (left axis) DUC (left axis) = |J.S. Rig (right axis) (Rigs)
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4. What We Aim to Be and Growth Strategies Sumitomo Corporation

What We Aim to Be and Strategic Concept
» What We Aim to Be

An organization with overwhelming and stable earnings capabi

that differentiate us from competitors as an industry leade
e

Gl

» Strategic Concept

Switch from
“Sell metals” to “Use metals”

Digital transformation

ew customers’
New services

Value Bundle
Business model

reforms
Stage 1 ustomer: -
Digitization of

channels

Strengthen partnership with
customers and create
innovation for supply chain

Digital services
~1
-

Expansion of new revenue sources

Grasp issues and needs of society and .
customers and propose solutions sl
G Capability Bundle
REI nfO rce CrOSS' Sophistication of business operations'

organizational collaboration
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4. What We Aim to Be and Growth Strategies

Keywords/Growth Strategies

Sumitomo Corporation

» Keywords
: Renewal
Crl: mate CASE Modal shift Urbanization of aging
change infrastructure
» Growth Strategies
g Capturing demand for steel products :
. generated by urbanization/renewal and upgrading of infrastructure |
@ By
Expansion of value chain in the automotive-related business
"
Expansion of value chain in the aluminum-related business
L J
& =)
Provision of multiple service capabilities in the railway related business
L )
: Reinforcement of business platform base and expansion of :
£ product lineup for the tubular products business

Further enhancement of asset efficiency through continuous asset recycle

J
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5. Strategies for Major Businesses Sumitomo Corporation

Growth Strategies for Major Businesses

Capturing demand for steel products
generated by urbanization/renewal and upgrading of infrastructure

r
\.

Expansion of value chain in the automotive-related business

Expansion of value chain in the aluminum-related business

Provision of multiple service capabilities in the railway related business

Reinforcement of business platform base and expansion of
product lineup for the tubular products business

Further enhancement of asset efficiency through continuous asset recycle

\ J
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5. Strategies for Major Businesses

Capturing demand for steel products

Sumitomo Corporation

generated by urbanization/renewal and upgrading of infrastructure

[Consumption of steel products]
= Pakistan = Bangladesh “ India
(Thousand ton)

30,000 1

TEEAE

7,500 -

aT -] L] hlu] 11

Source: World Steel Association

Roofs, walls, etc.
of plants

"

4

Coated steel sheets

Galvanized

Iron roofs, etc. steel sheets

N
(Demand for steel products)

for houses

170

12.0

7

=

2

o

-3.0

Maintenance and upgrade of social infrastructure such as transportation
infrastructure, communication infrastructure, port infrastructure, etc.

(Trillion yen)

Disaster recovery
cost

1 M

[Estimated cost for maintaining, managing and
cost (can be
approprlated)

renewing public infrastructure]
Amount by which maintenance and
management cost and renewal cost exceed total

investable amount (expected to exceed in 2037)

New development
Maintenance and
IRRERERRe8820

management cost

(T

- L I}

1965

(Year)

Source: Ministry of Land, Infrastructure, Transport and Tourism, “White Paper on Land,
Infrastructure, Transport and Tourism in Japan 2012" ]

(Level of development of country/region)

~
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5. Strategies for Major Businesses

Growth Strategies for Major Businesses

Sumitomo Corporation

Capturing demand for steel products
generated by urbanization/renewal and upgrading of infrastructure

Expansion of value chain in the automotive-related business

Expansion of value chain in the aluminum-related business

Provision of multiple service capabilities in the railway related business

Reinforcement of business platform base and expansion of
product lineup for the tubular products business

Further enhancement of asset efficiency through continuous asset recycle

\ J

25 © 2018 Sumitomo Corporation



5. Strategies for Major Businesses Sumitomo Corporation
Pursuit of Synergy and Expansion of Value Chain

__In Automotive-related Business

Joint Control Division

Manufacturing : : Individual Integrated
: Processing of materials
of materials components ~ components

Capturing increasing automotive demand in emerging markets /
capturing demand in line with expansion of EVs and weight reduction

Digital transformation / technology x innovation

(2

Unitization
Modularization

Incorporation of
development functions

Processing of ultra high tensile strength steel/
response to aluminum automotive materials

Enhance to upstream
process in specialty
steel production . Investment/ alliance

(Mukand in India, etc.) AUtOMONIVE || ity jeading component

Component. manufacturers /

Steel service centers manufacturi incorporation of
Global network ng business|| oqqential components

portfolio for unitization

» Enhancement/upgrading of processing and SCM bases

» Proposal of materials that contribute to weight reduction
(high-function steel materials/aluminum)

* Enhancement to upstream material field/expansion of value chain

» Creation of integrated
component supplier

26 © 2018 Sumitomo Corporation



5. Strategies for Major Businesses Sumitomo Corporation

Growth Strategies for Major Businesses

Capturing demand for steel products
generated by urbanization/renewal and upgrading of infrastructure

Expansion of value chain in the automotive-related business

Expansion of value chain in the aluminum-related business

Provision of multiple service capabilities in the railway related business

Reinforcement of business platform base and expansion of
product lineup for the tubular products business

Further enhancement of asset efficiency through continuous asset recycle

. J
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5. Strategies for Major Businesses Sumitomo Corporation

Expansion of Aluminum Value Chain

Upstream Midstream
Bauxite
and Aluminum ingots Rolled/processed aluminum
alumina
S
[ Horizontal business expansion to other regions
J
. :
Press Metal: Manufacturing and sales of
& aluminum aluminum wire rods
R\ smelting (Malaysia)
Bauxite (Malaysia) /
mining ~
and Annual production of . . )
Alumina 760,000 tons Tr|-_Arrows Aluminum:
refining (Sumitomo Aluminum rolled products
Corporation’s share: (U.S)
leZ,OOO tons) )
Global trading business
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5. Strategies for Major Businesses Sumitomo Corporation

Growth Strategies for Major Businesses

Capturing demand for steel products
generated by urbanization/renewal and upgrading of infrastructure

Expansion of value chain in the automotive-related business

Expansion of value chain in the aluminum-related business

Provision of multiple service capabilities in the railway related business

Reinforcement of business platform base and expansion of
product lineup for the tubular products business

Further enhancement of asset efficiency through continuous asset recycle

\ J
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5. Strategies for Major Businesses Sumitomo Corporation

Expansion of North American Railway-related Business

¢ Railroad track / Chassis ’
Rails /S materialsand © Axles Wheels /' Others
equipment
———_——,'F———————.,.————'——".,F-————_—"'————" ...........
&

Railroad track

materials and
equipment manufacturer
Arkansas Steel Standard Steel

/ .
/ S
/ Sales #| vessels for transporting
/ /,:': long rails
/ ' /7~ Trade of high-end products Expansion of
/ /I':: | made in Japan sales fields
/ 7 -
..... P £ A s
/ /;
. I Promotion of joint
,l Malntenar}é:g venture with partners Expansion of
. maintenance field
/ II GB Summit
I— —-— o o ’ i /":
oo o
i Greenbrier Rail Services :



5. Strategies for Major Businesses Sumitomo Corporation

Growth Strategies for Major Businesses

Capturing demand for steel products
generated by urbanization/renewal and upgrading of infrastructure

Expansion of value chain in the automotive-related business

Expansion of value chain in the aluminum-related business

Provision of multiple service capabilities in the railway related business

Reinforcement of business platform base and expansion of
product lineup for the tubular products business

Further enhancement of asset efficiency through continuous asset recycle

\ J
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5. Strategies for Major Businesses < Sumitomo Corporation
Core Business Fields of Tubular Products Division

New technologies
Innovation

Other Products

loT/Al/Blockchain/RFID
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5. Strategies for Major Businesses

Acquisition of OCTG Distributor in USA
Champions Cinco Pipe & Supply (CCPS)

Sumitomo Corporation

Shale fields
. Gas Qil
Bakken e
Utica
é@:
Niopraral—— ¢ e
& & Marcellus
J“.‘run.mmgw rne
iy N Haynesville
Permian &m " &m .
SO
=Y =
(4 {> /
Eagle Ford
. Houston, San Antonio,
Locations
Dallas , Oklahoma
Business OCTG Distribution & Inventory .

33

Our existing wide-ranged value chain &
expertise in North America
(From manufacturing & machining to
distribution service)

+

Strength of
Champions Cinco Pipe & Supply LLC

» Strong customer base including large
independent oil & gas companies

» Nationwide sales & logistics Network

» Enhanced value creation for
customers, suppliers and other
stakeholders through synergy with
existing businesses

» Further operational excellence
through inventory optimization
among the group




5. Strategies for Major Businesses Sumitomo Corporation

New Investment - Airborne Oil & Gas

I TCP construction and materials Foiois / 1

Coating
* Polymer granulate rchased
yr granu (pu ) - ”,,,—
v

Liner
* Extrusion product
* Purchase part

* Extrusion

Characteristics of Thermoplastic
Composite Pipes

(1) Light weight (1/10 of steel)

Laminate
+ Composite tape material (purchased)

(2) Corrosion resistance (maintenance-free) « Winding and melt-fusion
(3) Flexibility (bending resistance) > Layer by layer
(4) Long length (easy handling in offshore

operations)

« Additional business opportunities in (e
SURF (Subsea, Umbilical, Riser, 4y pipelines
Flowline) where further market growth
is anticipated

 Innovative cost reduction proposal for
securing & expanding customer base

mper/spool
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5. Strategies for Major Businesses Sumitomo cOrporation

Development of Digital Platform

Initiatives Relevant Technologies

New technologies
Innovation

Other

Products Digitization / automation, energy-& labor-saving

OCTG
Manufacturing

Procurement & offshore logistics * Blockchain
management enhancements for E&P ¢ Big data analysis (Al)
Line Pipe companies * RFID Tag

Energy Equipment
& Services

Distribution Maintenance & repair operations in oil & gas fields

Improved longevity and productivity * Sensors (loT)

of oil & gas producing wells *Robotics
* Edge computing

loT/Al/Blockchain/RFID

With cross-divisional collaboration
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. Past Financial Results and Business Plans

Consolidated Net Income/ROA:

Sumitomo Corporation

Results and Plan

BBBO2017 Medium-Term Management Plan 2020
(100 million yen)
500 -+ r
Before After
450 1 reorganization reorganization I
400 - 354 370 Approx. 4.0% |
350 - 324
3.1% I
300 -
2.7% L
250 -
200 - |
150 - One-off profit One-off profit I
from from
100 - U.S. tax U.S. tax -
reform, etc. reform, etc.
50 | +7.0 billion +8.0 billion i
11 18 50y yen yen
0 0.1% '
15 '16 17 17 '18 20 (FY)
Basic profit
from tubular—_7 -125 47 47 100
products
Recovering core businesses Steady execution of growth
Strengthen earning power Strengthened strategies

resistance to changes
in market environment

Exiting from businesses for
which we cannot foresee
growth strategies

Investment in focus areas

+
Built

a foundation
for turnaround

37

Continuous asset recycle

New investments (CF)

Business Unit’s investment plan
(40.0 billion yen) + use of company-wide funds

© 2018 Sumitomo Corporation
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Sumitomo Corporation

Memo
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